








TREASURY DEPARTMENT 


Washington 
FOR RELEASE, AFTERNOON NEWSPAPERS , Press Service 
Monday, January 26, 1942. No. 29-65 


(The following address by Julian T, Baber, United States 

Secret Service, Washington, Dv C., before the convention 

of the Cooperative Food Distributors of America, Sherman 

Hotel, Chicago, Illinois, is scheduled for delivery at 

11:30 a. m., Monday, January 26, 1942.) 

BEWARE OF COUNTERFEITERS ESPECIALLY NOW 

During these ominous days, when our democratic way of life is imperiled by 
evil forces across the seas, our chief concern is an all-out united effort 
to eliminate the threat to civilization by our ruthless enemies. It is un- 
necessary to remind you of the grave danger we face as we oppose the Axis 
triumvirate. At the sane time, it may not be inappropriate to consider for 
a few moments another enemy who marches in our midst without benefit of 5th 


coluim, an eneimy who recruits his regiments from the underworld for sly 


attacks which wwenace constantly the integrity of our inonetary systeia. 


All of us, I am sure, are convinced that the finest engravers in the world 
design our paper money, and that the finished product of the Bureau of En- 
xvraving and Printing surpasses in excellence the currency output of all 
other governments, This satisfaction , however, should not ceuse us to over- 
look the fact that certain persons with twisted iainds envisage a road to 
rapid wealth by floating unauthorized issues intended to defraud our cit- 


izens and our governinent. 


Unlike Hitler and Hirohito, who force printing press isoney on subjugated 


peoples, they do not wait for war to force their assaults on the public, 
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Belonging to the nether strata, their connections extend throughout the 
country, and cven into foreign lands. Some of them are so skiliful they 
often lead the Secret Service over long and tortuous trails ending ulti- 
imately at the doors of a Federal penitentiary. wholly without conscience, 
they prceconceive their every act, and whatever success they achieve is 
measured by the deliberate manner in which they engineer their unworthy 


activities. 


In the old days dating back to the Civil war, counterfeits were printed 
frou stecl plates engraved by master cuerenaet whose handiwork flashed a 
zlint of such realism that a wave of hysteria swept banking circles, tel- 
lers and other bank employees being helpless in their attempts to detect 


the bogus bills. 


It is an interesting commentary that only two hand-engraved counterfeits 
have appeared in the past 20 years, both being the handiwork of the same 
man. The first of these unique productions showed in 1931 in New York City 
and circulated widely in the larger Eastern cities. Since it was fairly 
deceptive, we were puzzled for a while as we formulated plans for its sup- 
pression, Inasmuch as engravers apply to their handiwork unwittingly the 
lebel of their orm individuality, our men consulted scores of legitimate 
engravers and printers in the New York area, exhibiting specimens of the 
counterfeit, hoping to find scmeone able to identify the counterfeiter's 
technique..Finelly, in one shop, an engraver evinced more than ordinary 
interest and remarked: "That certainly looks like Biliy Jones' work," 

He pointed out his reasons with adequate explanation. Agents then secured 


specimens of Jones' engraving from commercial shops in which he formerly 
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worked, finding in them amazing similarity to certain characteristics in 
the counterfeit. Jones was regarded as an accomplished craftsman, but his 
fondness for liquor removed him from the ranks of reliable workmen. In due 
time he gradually lost favor with the profession and began to consort with 
shady characters. «c arrested him seon afterward in the act of retouching 
the plates from which the counterfeit was printed, Investigation revealed 
he wes uscd as a pawn by a group of Italian gangsters who picked hiia up 
from the gutter and engaged him to embark upon a counterfeiting career. 

His fellow conspirators were also arrested and sent to prison by the Secret 
Service. Jones also went to prison. With the arrest of this gang, this en- 


gzraved counterfeit faded out of the picture almost imnediately,. 


A hend-engraved $5 Silver Certificate began to circulate’ in Providence, 
R. I., sbout two years ago, To veteran agents, it radiated the versonality 
of Billy Jones, seeming to flash his actual fingerprints, It so happened 
Jones lived in Providence at the time. He now resides in a Federal peni- 
tentiary under 10-year sentence, because we arrested him a few days after 


this counterfeit appcared and seized his equipment in his home. 


A new order has developed in the graphic arts field in recent years with 
the perfection of modern engraving and printing processes, It is now un- 
necessary that a counterfeiter shall be a hand-engraver, for the photo- 
engraving industry provides a suitable substitute. However, in embracing 
this method, the counterfeiter finds a stumbling block which renders his 
work ineffective in accurate reproduction of the portraits on our currency, 
the latest duplicating devices being incapable of transferring to metal 
plates the delicately cut engraved lines and shadow values which distin- 
guish genuine paper money, particularly in the portraits. The facial feat- 


ures are coarse and the eyes generally lack expression and vitality, For 
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this reason, faces on counterfeit notes are obviously strange and "un- 


friendly", echoing the base character of their unworthy sires. 


The average bank teller sees daily the portraits of Washington, Jefferson, 
Lincoln, Haisilton, Jackson, and perhaps Grant and Franklin, hundreds of 
times. They pass before him in rapid review and it is impossible for him 

to stop and exaiine ininutely the portrait on each notes He uust accept or 
reject the notes instantly. An experienced teller spots instinctively the 
strange or "unfriendly" face on a counterfeit note as quickly as he iden- 
tifies the face of a stranger before his window. Through long yeers of 
training, he acquires a sort of sixth sense which enables him to distinguish 


between good and bad engraving and printing. 


But what about the butcher, the baker, the candlestick maker?" ‘hy are they 
susceptible to the wiles of the counterfeiter? when you realize that the 
general public is ignorant of the quality and character of our legal tend- 
er, you ijay understand why the average annual public loss over a Uvear 
period, 1933-1937, amounted to $771,000. This fraud in 1935 reached the 
astounding figure of approxiuately one and one quarter million dollars, 
when counterfeiting in this country climbed to an all-time high, exponents 
of this gigantic swindle preying upon the ignorence 9f an unsuspecting 


people. 


Few persons know our currency is printed from steel plates engraved by 

hand. Except for the serial musbers and Treasury seal, every line, every 
dot, every dash on each note stands up clearly and distinctly, the com- 
posite design representing a challenge to the finest stecl engraved sub- 


ject in eny art salon. These notes are printed on high quality distinctive 








paper limpregnated with tiny red and blue fibers difficult te discern at 
first glence. These fibers are intended to increase the paper's tensile 
strength and durability, and contrary to pepuler belief they are not placed 
in the paper as e protective feature. The lettering on your engraved bus- 
iness or personal card shows an upraised surface. Every note printed by 
your government is made similarly and cach specimen is a gem of the en- 


graving art. 


It seems to be a common habit to identify paper money by the large denom- 
inational numerals in each corner; the color tone, artistic workmanship, 
and gencral appcerance fail to excite interest 1n one way or another. 


Most pcople are prone to accept money without any of these considerations. 


I ain reininded of Tony Spinelli, a New Orleans grocer, who caters to a 
clicntele which demands the best of everything the Old French market af- 
fords. Tony visits the wholesale dealers daily before sun-up to replenish 
his stock, shepping at various beoths in en honest effort to obtain the 
choicest items, fully aware his customers will inspect his offerings for 
freshness and quality. One day, when his strawberries attracted more than 
usual attention, a stranger purchased six baskets with a #20 note. Now 
Tony knows his trade personally, but occasionally a stranger calls, and 
this strawberry sale failed to impress hii until e few minutes leter, when 
he dispatched a clerk to a nearby benk with the $20 note to be changed 

for silver. when the salesinan returned with the note lebeled "Counterfeit", 
Tony rent the air with a series of choice epithets. Lixe inany other per- 
sons, Tony was unaware that counterfeits are passed by strangers in 99 


out of 100 cases. In our educational campaign, we stress the warning that 
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nearly all counterfeiters are strangers, but that all strangers , of course, 


are not counterfeiters. Since his unfortunate expericnce, I am sure Tony 

is exercising as mach care in handliug his ioney, in perticular money sub- 
mitted by unknormm oersons, as he displays in selecting his fruits and veg- 
ctables. Hc doubtless scans his notes a second time to reassure himself that 
none of his currency bears the teli-tale distinguishing erks of the "phony" 


bill. 


‘hen Frank Sernak came to this country many years ago froia Poland, he es~ 
tablished himself in the wercantile business in Coalton, a little mining 
community in west Virginia, where his custosers for the most pert consist— 
ed of Hungeriens and Poles employed in the bituminous field. Sernak's weak 
eyes were framed by spectacles carrying heavy lenses, A poorly dressed man 
called early one Saturday evening, when businesswas brisk ~ it wes payday , 
incidentally - and iaade a few purchases with a $20 note which Sernak ac- 
ceoted in perfunctory manner. Walking avay nonchalantly, the stranger en- 
tered a dtoun shop two doors distant, carrying a reed basket on his left 
arm, He examined a tray of neckties on the counter. A little girl, probably 
15 years of age, solicited his requirements. "I'll take this one", he in- 
dicated, as he handed the tie and a $20 note to the youthful clerk. The 
tic wes priced at $2. The girl marveled at his cxtravagent taste as she 
“rapped the package neatly and handed it to her customer with the preper 
change. She was delighted to have uiade so large a sale in the absence of 


her employer. 


The stranger, with basket over his ari, resumed his shopping tour by Call 


t 
ing at Max Hertzburg s butcher shep at a time when the owner was at din- 


ner. Hertzberg's two sons were waiting on the trade, Loitering about until 
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he was approached by the younger of the clerks, a lad of 16, the stranger in- 
quired : "Can you change a twonty?". Receiving an affirmative response, he 
made several purchases and departed with a supply of steak, bacon, and butter 
and $17.50 in cash. He then strolled down the dimly lit street until he reach- 
ed an alley in which he abandoned besket and contents. “hen he emerged, he 
turned toward the railroad station, elated over his success in disposing of 
the counterfeits so easily. Five minutes later, as the train denarted, he 
settled back in his seat in the smoker, puffing a stogie, and began to for- 


mulate his plans fur another raid on an unsusnecting community. 


Following their custom, the Coalton merchants visited the town's only bank 
“Monday morning to deposit their week-end collections. Alwavs the first in 
line, Sernak stood before the cashier's window watching the banker check his 


7 


stack of notes which he flipred deftly through trained fingers. All at once 


the cashier stopped to scan more carefully a #29 note- He held it to the 


fr. 


light and finally studied it under a small magnifying glass. “Sorry, “fr. 
Sernak", he exclaimed, "you have a phony bill here. The old man was stunned 
momentarily, but his defective eyes could now discern the note's snurious 
quality as he examined the counterfeit, As Sernak walked away, the widow 
came in with her meager deposit. The cashier resolved to inspect with un- 
usual care the funds of other customers, convinced that where there is smoke 
there must also be fire. He picked out cuite easily in the widow's money the 
#20 note with which the stranger nurchased the exnensive necrtie, When she 
realized that she, too, had been swindled out of “18 - more than one week's 


nrofit - she turned aside disconsolately, tears streaming down her cheeks, 


muttering words of condemnation avsainst the counterfeiter. Hertzburg was 


di 
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among the last o the bank's customers to annear. +e stood silently at the 
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window as the cashier withdrew from his stack of notes the $20 bill which 


the younger of his two sons accepted from the basket-carrying stranger. 


It was again the old, old story of failure to examine money carefully, The 
counterfeiter's shrewd criminal mind directed him to execute his maneuvers 
on a Saturday night with full realization his victims could not bank their 
money until ‘fonday. He chose Sernak because of the merchant's failing eye- 
sight. He selected the widow's store because the only clerk on duty was a 
little slip of a girl, and in the butcher shop he waited until he could be 
served by the younger of the two clerks. If his victims had given the notes 
more than a casual glance, they would have observed that the Jackson port- 
rait appeared to be smudgy and too dark, and the border lathework and letter- 
ing were reproduced in amateur stvle. The serial numbers and Treasury seal 
were printed carelessly in an off-color shade of green in common with the 
back of the note. The paper was of such inferior grade that this feature 


alone should have aroused suspicion. 


Following his discovery, the banker notified the nearest Secret Service 
office immediately. Steps were then taken by the agent-in-charge to issue 

a descriptive warning notice for distribution t banks and police officers 
in nearby cities and towns. Two weeks leter, in a town less than 190 miles 
from Coalton, a grocer who received a warning notice from his bank, did not 
like the looks of 4 $20 note submitted by en unknown customer. He rushed to 
the front door, locking it securely, and telephoned to police headouarters. 
The stranger was so amazed by this turn of events he made no attempt to es- 
cave. Officers arrested him a few minutes leter end found in his possession 


four counterfeit $20 notes. 








Genuine notes are issued in eleven denominations, each carrying a standerd 
denominational portrait as follows: $1, “ashington; $2, Jefferson; $5, Lin- 
coln; $1°, Hamilton; $20, Jacksen; 5°, Grant; $190, Franklin; $590, !fcKin- 
ley; 1000, Cleveland; $5000, Madison; $10,900, Chase. Irrespective of other 
identifying characteristics, a note should be recognized only by the port- 
rait it bears. If one remembers the portraits on genuine notes, he will not 
be deceived by the note-raiser who tampers with genuine currency , erasing 
the corner numerals and denominational lettering and substituting in paint 
or ink the artistic flourishes necessary to increase, for his nurposes, the 
original value of the note, He may even tear off the corners of genuine %5, 
&10, or “20 notes and paste them over the corners of notes of smaller denom- 
ination. A $20 note carrying the portrait of Lincoln.must, therefore, be a 


%5 note altered to represent $20, for Tincoln's portrait appears only on a 


Those misguided persons who turn to coin counterfeiting are usually vossess- 
ed of limited means. With a small outlay of cash, they are able to rurchase 
plaster of paris, babbitt metal, lead, antimony, tin, and zinc. Little skill 


rfeit coins are 


3 
c+ 
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is required to fashion a mold and pour molten metal. Cou 


generally light in weight and produce a dull sound when dropped on a hard 


> 


m 


surface. They tarnish cuickly and have a "greasy feel" when rubbed between 
one's finger tips. Molded coins fail to reproduce accurately the varallel 
erevice lines on the rim edge. This characteristic is often identified in 
error as the milling instead of reeding, A drop of nitric acid and nitrate 
of silver applied to « counterfeit coin of base metal will produce a black 


spot. 
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A few years ago one of our men was reminded by his wife on a Saturday ni-sht 
that the cupboard was bare of maple syrup, and that the customary flannel 

cakes for Sunday morning breakfast would be omitted unless he cared to visit 
the neighborhood grecery and secure a can of the necessary trimmings. Not 


desiring to be deprived of his favorite breakfast dish, he hurried round the 


corner to a nationelly known chain store and nurchased the syrup, paying with 


a &1 bill which happened to be the only cash in his possession at the time, 


and receiving in change 75¢ in two coins. 


On his return home, his father-in-law advised him of paying the newsboy who 
celled in the agent's absence to collect for monthly delivery of the after- 
noon paper. The agent reached int: his pocket and reimbursed him with the 
50¢ coin which came from the grocery store, He then turned to the newspaner 
and seated himself comfortably in his chair, only to be distracted a few 
moments leter by a discordant musical note. Looking un, he observed his 
father-in-law seated near the radio balancing a coin on one finger and tap- 


ping it with hds knife. 


“Let me «ce that”, said the agent, “and where did you get it?" 

"You gave it to me a few minutes ago" was the rejoinder, "T atts a good one 
on me , replied the agent, "I know where it eame from and I am going to see 
about it imiediately.” With this, the agent dashed out of the door and sped 
to the grocery store, arriving shortly after 9p.m. A large card 
CLOSED was suspended in full view on the door. A few late customers were 
inside comnleting their marketing. After trying the door knob, the agent 
rapped sharply on the door and gained the manager's attention. The manager 


pointed to the sign and turned away. The agent knocked egain. The manager 


again indicated that business was ended for the day, In response to further 





(11) 
knocking, however, he came forward and opened the door, which was held by a 


small chain allowing it to swing back about 12 inches. 


"T am sorry, sir", said the manager, “but the store is closed for the day; 


we are not nermitted to admit customers after 9 p. m." 


"T know that”, the agent replied, "but I merely want to speak with you a 


moment. I was in your store about 3° minutes ago and purchased a can of maxrle 
syrup with a $1 bill, and one of your clerks gave me a 25¢ coin and a 50¢ 


coin in change. The 50¢ coin is counterfeit and I am calling on you for re- 
imbursement." 


The manager peered through the narrow space separating him from the agent, 
who had not then identified himself, and repeated in part the agent's state- 
ment. "You say you were in here half an hour ago and one of my men gave you 


this coin in change in your purchase of a can of syrup." He toned the remark 
in such manner as to suggest clearly he did not believe the cl 


"How do I know you obtained the coin here?" he cueried. The agent then ex- 


hibited his credentials and explained he vossessed no small change when he 


patronized the store and there could be no mistake as to the source of the 


counterfsit. 


said the manager, "since you claim you obtained the coin here, I 


to meke it good out of my own pocket," With this, he ex- 
tracted a 50“ coin from his purse and handed it to the egent who by this 
-ime was beginning to lose patience and poise,, particularly because 
was held at bay by the chain which limited the door opening to about 


Foot. 
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"By the way, which one of my clerks waited on you? asked the manager. This 


cuery placed the agent squarely on the spot. He purchased the syrup hurricd- 
ly and was unable to identify the salesman, although he was aware the elerk 
was & young man. Among the dozen or more clerks, there were two young men. 


After surveying the store employees, the agent pointed to two and ssid: "He 


was either this man or the other one." 


"Jones, ¢ me over here” commanded the menager. Jones responded. "Did you wait 
on this man 50 minutes ago?" After a bricf peuse, the clerk said "No sir, I 
have never seen him before." Obeying a nod, the other young salesman steppéd 
forward. "Brown, did you sell this men a can of syrup about 39 minutes ago 
and give him this counterfeit coin in change? the manager inquired. "No, sir, 
I did not wait on him" was the response. This repudiation did not increase 
the agent's stature in the presence of the manager . Acknowledgment bv either 
salesman meant in all likelihood that the manager would collect from the one 


admitting the syrup transaction. 


After accepting reimbursement from the manager, the agent advised him of the 
necessity of surrendering the counterfeit which he could not retain knowing 
it to be worthless. "Oh no", the manager exclaimed, "I have made good the 
bad coin and intend to keen this one." Eis haughty attitude seemed to in- 
crease when the agent reminded him again of the »nrovisions of the law re- 


lating to possession of counterfeit money by unauthorized persons. 


“All right, sir”, said the agent, "you refuse to surrender the counterfeit 
coin, but let me tell you this; if that coin is not available “fonday morning, 


when I make formal demand for it, it shall be my duty to escort you to the 
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. office of the U. S. Commissioner and file a complaint charging vou with fail- 


ure to surrender counterfeit money." 


The agent begen to think quickly. He didn't desire to bs humiliated further 
by his failure to take up the coin through diplomatic vrocess, and he also 
desired to avoid a scene by summoning a policeman to assist him in his per- 


plexity. 


"By the way", he said suddenly, "let me initiel that coin.” Taken off his 
guerd, the manager handed over the coin and the agent walked away jubilant 


over the success of his ruse. 


The agent involved in this true story knows his money. He should be an exnert 
after 20 years of experience in the business of detecting and supvressing 
counterfeiting, but in this instance he dropped his guard chiefly because 

the salesman handed the chenge to him directly. There was no opportunity 

to hear the impect of base motal against a herd surface such as the store 
counter provided. The "greasy feel" of the coin should have attracted his 
attention, but the agent ignored this fsirly reliable test and, in conse- 


guence he became a victim of an experience he will not soon forget. 


I rether enjoy telling this story, becnuse your sneaker is the egent who 


dropped his guard. 


Aroused by the tremendous loss sustained by the public at the hends of the 


counterfeiter, Chief Frank J. Wilson, who essumed leadership of the Secret 


cervice in 1937, decided upon a bold approach to the problem by adopting 


19) 


ew methods in fighting counterfeiting through education instead of prose- 


cution. As an exneriment, he sent a picked sauad of agents to New York City 














(14) 
to conduct an educational campaign intended to familisrize the retail bus- 
iness man and his associates with the identifying charecteristics of genuine 
money and the defects apparent in counterfeit money. These agents were so 


engaged for nearly four months. They lectured before 2160 meetings attended 


by 93,909 persons, including merchants, small shopkeepers, bank employees, 


Qu 


olice and postal officials. Radio telks were made and short movie subjects 
dealing with the camoaign were vrojected in line with this educational ac- 
tivity. Nearly one million warning notices deseribing counterfeit notes 
wers distributed through the mail and more than 100,000 clerks and sales- 
men were instructed orally. Before the campaign was completed, traffic in 


counterfeit money in the New York area began to show se noticeable decrease 


and marked reduction was also observed in other sections of the country. 


The suecess of the campaign exceeded all exnectetions, with the result that 
it was decided to exnduct a similar program on 2 nationwide scale the fol- 
lowing year, featuring a scund motion picture "KNO” YO"R “ONEY" and a 32 
page illustrated booklet of the same name containing helpful information 

for the layman in detecting counterfeits. This film has been exhibited to 
date before more than 6,590,000 persons, including more than 4990 ,900 school 
children. The bocklet hes been scclnaimed by thousands of public school of- 
ficials as an educationel instrument filling a long-felt want. “any high 


schools have accepted it as a t°xtbook for study in civics and economics 


} 


classes. The film and booklet heve been major factors in the remerkable re- 
duction incounterfeiting activity during the pest three years. The wrole- 
sale end reteil grocer have cooperated splendidly with the Secret Service 


in this educational cempsign. Your very capable executive vice-president, 
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lr. Lazo, hes elresdy forwarded to you a pamphict entitled "KNOY VOIR MONEY", 
Meny of vou, I am sure, have attended meetings before which our agents have 
lectured on this subject and exhibited the film. We desire tc acknowledge at 


this time our appreciation of the cooperation by many national advertisers 


who ere distributing counter displays imprinted on the bee's with "KNOW YOR 
MONEY" infcrmetion for the protection and informeticn of your clerks and 
other employees. We will be grateful if you, as an orgenizetion, wil’ urge 


other advertisers to adopt this procedure for the benefit of your employees 


and also for your owm protection against the counterfeiter. 


In closing, may I cite asain the averaze annual loss of 8971L,°00 from count- 
erfeit notes for e four-year period, 1933-1937, end point to the public loss 
of $91,097 during the fiscal year ended June 39, 1941, representing a de- 
crease of $54,547 over the previous fiscal year. The reteil rrocor's en- 
thusdestic support of our educational program has been a potent force in 
this remarkable showing, and we ask your continued assistance in our com- 
mon responsibility of preserving the integrity of our currency and coinage 


as Wen Carey OM. 








